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O r i g i n a l  spo n s o r s:  Pola n d ,  C r o f t
a n d  H u b e r

O f f e r e d :  5/7/77
F o r  T o d a y ' s  C a l e n d a r

IN T H E  S E N A T E  BY  T H E  R U L E S  C O M M I T T E E

H O U S E  CS F O R  CS F O R  S E N A T E  B I L L  NO. 159

IN T H E  L E G I S L A T U R E  OF  T H E  S T A T E  OF  A L A S K A  

T E N T H  L E G I S L A T U R E  - F I R S T  S E S S I O N  

A  B I L L

For an  A c t  e n t i t l e d :  "A n A c t  r e l a t i n g  to s t a t e  l a n d  a n d  to the l e a s i n g  of

s t a t e  l a n d  o t h e r  t h a n  f or  the e x t r a c t i o n  o f  n a t u r a l  

r e s o u r c e s ;  a n d  p r o v i d i n g  for a n  e f f e c t i v e  d a t e . "

BE IT E N A C T E D  BY  T H E  L E G I S L A T U R E  OF  T H E  S T A T E  O F  A L ASK A:

* S e c t i o n  1. A S  3 8 . 0 5 . 0 8 5  is r e p e a l e d  a n d  r e - e n a c t e d  to read:

Sec. 3 8 . 0 5 . 0 8 5 .  T E R M  O F  LEASE. (a) T h e  l e a s e  s h a l l  p r o v i d e  that

(1) for the i n i t i a l  1 5 - y e a r  p e r i o d  o f  the lease, the l e s s e e  

s h a l l  p a y  the  s t a t e  a f i x e d  b a s e  a n n u a l  r e n t  to be  a g r e e d  u p o n  b y  the 

p a r t i e s  in c o m p l i a n c e  w i t h  th e p r o v i s i o n s  of this  ch apter;

(2) the f i x e d  b a s e  a n n u a l  r e n t  to b e  p a i d  b y  the l e s s e e  shall 

be  r e a d j u s t e d  w h e n  the i n i t i a l  1 5 - y e a r  p e r i o d  o f  the l e a s e  h a s  e x p i r e d  

and, t h e r e a f t e r ,  e v e r y  10 years; a n d

(3) th e r e a d j u s t e d  a n n u a l  r e n t  m a y  n o t  e x c e e d  10 p e r  cent of 

th e v a l u e  o f  th e p r o p e r t y  as d e t e r m i n e d  in (b) of this s e c t i o n  or 100 

p e r  c ent m o r e  t h a n  th e a m o u n t  of r e n t  p a i d  e a c h  y e a r  d u r i n g  the in i t i a l  

p e r i o d  or  d u r i n g  th e p r e c e d i n g  1 0 ~ y e a r  p e r i o d ,  w h i c h e v e r  is lower.

(b) E a c h  l e a s e  s h a l l  s t i p u l a t e  tha t  at th e c o n c l u s i o n  o f  the 

i n i t i a l  1 5 - y e a r  p e r i o d  of  t h e  l e a s e  a n d  at i n t e r v a l s  of 10 y e a r s  t h e r e­

af t e r  t he  a n n u a l  r e n t  is s u b j e c t  to a d j u s t m e n t .  R e n t  a d j u s t m e n t s  r e ­

q u i r e d  u n d e r  thi s s u b s e c t i o n  sh all  be b a s e d  on  th e f ai r  m a r k e t  v a l u e  of 

the p r o p e r t y  at the  t i m e  o f  r e a p p r a i s a l  as if it w e r e  u n i m p r o v e d  l a n d  

a n d  in w h i c h

(1) c h a n g e s  in p r o p e r t y  v a l u e  du e to g o v e r n m e n t a l  a ct io n s ,  

i n c l u d i n g  z o n i n g  r e c l a s s i f i c a t i o n s ,  s hall be  i n c l ud ed;  a nd
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e x c e p t  c l e ari ng , f i l l i n g  or d r a i n i n g , m a d e  to the p r o p e r t y  s i n c e  o r i -  j

I
g i n a l l y  e n t e r i n g  i nto the l e a s e  sh al l be e x c lu de d.  I

j
(c) A  r e a p p r a i s a l  shall be r e q u i r e d  at the c o n c l u s i o n  of e a c h  leusej

I
p e r i o d  s p e c i f i e d  i n  (b) of t his section. T h e  r e a p p r a i s a l  s ha ll b e  com - j 

px£i,£u a u u  l u c  i c S S c c  x TVl.0 jTuigu. Ox. li L S Uu j u.S i_ C Ci teuuajL uu l less LUdii uu 

day s b e f o r e  th e e f f e c t i v e  d a t e  o f  the r e n t a l  a d j u s t m e n t . W i t h i n  the 

6 0 - d a y  p e r i o d  c o m m e n c i n g  w i t h  the r e c e i p t  o f  n o t i c e  o f  r e a p p r a i s a l  a n d  

r e n t a l  a d j u s t m e n t , a l e s s e e  m a y  a p p e a l  the r e a p p r a i s a l  v a l u e  or the 

a d j u s t e d  r e n t a l  r a t e  b y  s e r v i n g  w r i t t e n  n o t i c e  of a p p e a l  o n  the d i r e c t o r  

T h e r e a f t e r ,  the  l e s s e e  s hall a p p o i n t  a n  a p p r a i s e r  w h o  shall, w i t h i n  a 

s p e c i f i e d  p e r i o d  o f  ti m e  a g r e e d  to b y  the p a r t i e s ,  m a k e  a n  a p p r a i s a l  of 

the p r o p e r t y  in ques ti on . If the a p p r a i s a l  m a d e  b y  the a p p r a i s e r  a p­

p o i n t e d  b y  the l e s s e e  an d the  a p p r a i s a l  f i r s t  p r e p a r e d  b y  the s t a t e  a g r e e  

o n  th e fair m a r k e t  value, the  d e t e r m i n a t i o n  is a b s o l u t e l y  b i n d i n g  u p o n  

the p ar tie s.  In the e v e n t  the  two a p p r a i s a l s  ar e n o t  In a g r e e m e n t  a n d  

the a p p r a i s e r s  c a n n o t  a g r e e  o n  a n  a c c e p t a b l e  fai r  m a r k e t  val ue , the 

a p p r a i s e r  f i r s t  a p p o i n t e d  b y  th e s t a t e  a n d  th e a p p r a i s e r  a p p o i n t e d  b y  

the l e s s e e  sh al l t o g e t h e r  a p p o i n t  a t h i r d  a p p r a i s e r  w h o  s ha ll  t h e n  m a k e  

his  a p p r a i s a l  o f  the p r o p e r t y  i n  q u e s t i o n .  W h e n  the  t h i r d  a p p r a i s a l  is 

c o mp le te d,  the  two o f  the t h r e e  a p p r a i s a l s  w h i c h  ar e n e a r e s t  e a c h  o t h e r  

in t h e i r  d e t e r m i n a t i o n  o f  the fai r m a r k e t  v a l u e  s ha ll  b e  a v e r a g e d  a n d  

the  r e s u l t a n t  s u m  s ha ll be  the fa i r  m a r k e t  v a l u e  of the m a t t e r  in 

q u e s t i o n  a n d  a b s o l u t e l y  b i n d i n g  o n  the  p a r t i e s . A l l  c o s t s  i n c u r r e d  In 

m a k i n g  the t h i r d  a p p r a i s a l  p r o v i d e d  in this  s u b s e c t i o n  s hal l b e  b o r n e  b y  

the st at e a n d  the  l e s s e e  equally.

(d) If the  d i r e c t o r  d e t e r m i n e s  tha t p r i v a t e  r e c r e a t i o n a l  or  r e s i­

de n t i a l  d e v e l o p m e n t  is the b e s t  u s e  o f  t he  land, the r e a p p r a i s a l  p e r i o d  

p r o v i d e d  in t h i s  s e c t i o n  m a y  b e  l e n g t h e n e d ,  the i n i t i a l  r a t e  m a y  b e  ad-

(2) c h a n g e s  in p r o p e r t y  v a l u e  du e to p r i v a t e  i m p r o v e m e n t s ,  j
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justed, of t h e  r e n t  a d j u s t m e n t  m a y  b e  w a i v e d  in a c c o r d a n c e  w i t h  r e g u l a­

tio n s  a d o p t e d  b y  t he c o m m i s s i o n e r .  B e f o r e  a c t i o n  is t a k e n  u n d e r  this s u b­

section, t he d i r e c t o r  s hal l p r e p a r e  a w r i t t e n  f i n d i n g  tha t the e x te ns io n, 

r e n t a l  r a t e  a d j u s t m e n t ,  o r  w a i v e r  of r e n t  a d j u s t m e n t  is in c o n f o r m i t y  witl 

this s e c t i o n  a n d  is in th e b e s t  i n t e r e s t s  o f  the state. N o t w i t h s t a n d i n g  

th e p r o v i s i o n s  o f  A S  3 8 . 0 5 . 3 1 5 ( d ) ,  if th e r e n t a l  r a t e  is a dj u s t e d ,  the 

a d j u s t e d  r e n t  m a y  n o t  e x c e e d  fo u r  p e r  cent o f  th e fair  m a r k e t  v a l u e  of 

the  p r o p e r t y .  A n  e x t e n s i o n ,  r e n t  a d j u s t m e n t ,  or w a i v e r  is v a l i d  o n l y  if 

p r i v a t e  r e c r e a t i o n a l  o r  r e s i d e n t i a l  d e v e l o p m e n t  a c t u a l l y  occur s.

(e) T h e  l e s s e e  s h a l l  m a k e  a d v a n c e  p a y m e n t s  of  the a n n u a l  re n t  or 

p o r t i o n  o f  it as th e d ir e c t o r ,  w i t h  the  a p p r o v a l  o f  the c o m m i s s i o n e r ,  

m a y  r eq uire.

(f) A  p r e f e r e n c e  r i g h t  l e s s e e  o f  g r a z i n g  or f o r e s t  l a n d  m a y  f o l l o w  

the p a y m e n t  s c h e d u l e  e s t a b l i s h e d  in h i s  c a n c e l l e d  f e d e r a l  l e a s e  or 

g r a z i n g  p e r m i t  if h e  so d es ires.

(g) N o t i c e  o f  al l a c t i o n s  b y  the d e p a r t m e n t  a f f e c t i n g  the r i g h t s  

of  a l e a s e  o r  l e s s e e  s h a l l  be  g i v e n  to the lessee.

(h) A  v i o l a t i o n  o f  th e p r o v i s i o n s  o f  t his c h a p t e r  or  a t e r m  or 

p r o v i s i o n  o f  a l e a s e  s u b j e c t s  the l e s s e e  to a p p r o p r i a t e  l e g a l  action, 

i n c l u d i n g ,  b u t  n o t  l i m i t e d  to, a f o r f e i t u r e  of  the lease.

Sec. 2. A S  3 8 . 0 5  is a m e n d e d  b y  a d d i n g  a n e w  s e c t i o n  to read:

Sec. 3 8 . 0 5 . 1 0 3 .  R I G H T S  O F  H O L D E R  O F  S E C U R I T Y  I N T ER ES T.  (a) If 

t h e r e  is a b r e a c h  or  d e f a u l t  o f  a t e r m  o f  a l e a s e  or of t he  p r o v i s i o n s  

o f  this c h a p t e r  r e l a t i n g  to a lease, the d i v i s i o n  shall p r o v i d e  w r i t t e n  | 

n o t i c e  o f  t h e  b r e a c h  o r  d e f a u l t  b y  p e r s o n a l  s e r v i c e  or b y  r e g i s t e r e d  or 

c e r t i f i e d  m a i l  to th e l e s s e e  a n d  to a n y  h o l d e r  of  r e c o r d  h a v i n g  a 

s e c u r i t y  i n t e r e s t  in the  l e a s e d  p r o p e r t y . T h e  n o t i c e  s hal l a ls o  m a k e  

d e m a n d  u p o n  t h e  l e s s e e  to c u r e  o r  r e m e d y  th e b r e a c h  or d e f a u l t  w i t h i n  

60 days f r o m  t h e  d a t e  o f  r e c e i p t  of  th e n o t i c e  a n d  demand. If a le s s e e
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i

f ai ls  to c u r e  o r  r e m e d y  the b r e a c h  or d e f a u l t  w i t h i n  60 days, or  w i t h i n  

the a d d i t i o n a l  t im e  w h i c h  the d i v i s i o n  m a y  a l l o w  for g o o d  cause, the 

s ta te  may, s u b j e c t  to (b) of this section, e x e r c i s e  a n y  r i g h t  w h i c h  it 

m a y  h a v e  at l a w  o r  as set out: in the lease.

(b) If a l e s s e e  f a il s to c ur e  o r  r e m e d y  a b r e a c h  or d e f a u l t  w i t h i n  

the  ti m e  a l l o w e d  in (a) o f  this s e c t i o n , a h o l d e r  o f  a s e c u r i t y  i n t e r e s t  

w h o  ha s r e c e i v e d  n o t i c e  u n d e r  (a) of this  s e c t i o n  m a y  cu r e  or r e m e d y  the 

b r e a c h  or d e f a u l t  if th e b r e a c h  o r  d e f a u l t  c a n  be  c u r e d  b y  the p a y m e n t  

of  m o n e y  o r ,'if this c a n n o t  b e  d o n e , b y  p e r f o r m i n g  or  u n d e r t a k i n g  in 

w r i t i n g  to p e r f o r m  the terms, c on v e n a n t s ,  r e s t r i c t i o n s  a n d  c o n d i t i o n s  o f  

the l e a s e  c a p a b l e  of p e r f o r m a n c e  b y  the h o l d e r . T h e  h o l d e r  sh al l act 

w i t h i n  60 days f r o m  the d a t e  o f  r e c e i p t  of n o t i c e  u n d e r  (a) o f  this 

s e c t i o n  or w i t h i n  a n  a d d i t i o n a l  p e r i o d  as the d i r e c t o r  m a y  a l l o w  for 

g o o d  c a u s e .

(c) W h e n  the h o l d e r  of a s e c u r i t y  i n t e r e s t  c u r e s  or r e m e d i e s  a 

b r e a c h  o r  d e f a u l t  u n d e r  (b) of  this s e c t i o n  d u r i n g  the i n i t i a l  1 5 - y e a r  

l eas e perio d, the d i r e c t o r  m a y  e x t e n d  the i n i t i a l  1 5 - y e a r  p e r i o d  b y  a 

t e r m  s u f f i c i e n t  to p r o t e c t  th e i n t e r e s t s  of  the h o l d e r . A n  e x t e n s i o n  

g r a n t e d  u n d e r  t his s u b s e c t i o n  m a y  n o t  e x c e e d  10 y e a r s .

* S e c . 3. AS  3 8.0 5 is a m e n d e d  b y  a d d i n g  a n e w  s e c t i o n  to r e a d :

Sec. 38.05. 108. D E F I N I T I O N S . In secs. 70 - 108 o f  thi s c h a p t e r

(1) " a n n u a l  r e n t "  m e a n s  the a m o u n t  of  r e n t  p a i d  a n n u a l l y

d e t e r m i n e d  b y  m u l t i p l y i n g  the fai r m a r k e t  v a l u e  b y  the r e n t a l  r a t e  

c o m p u t e d  at the t i m e  of  the i n i t i a l  1 5 - y e a r  p e r i o d  of  the l e a s e ;

(2) " f a i r  m a r k e t  v a l u e "  o r  " m a r k e t  v a l u e "  m e a n s  the price, I

e s t i m a t e d  in te rm s o f  m o n e y , w h i c h  the p r o p e r t y  w o u l d  b r i n g  if e x p o s e d  j

for sa l e  f or a r e a s o n a b l e  t i m e  in the o p e n  m a r k e t , w i t h  a s e l l e r , 

w i l l i n g  b u t  n o t  f o r c e d  to s e l l , a n d  a b u y e r , w i l l i n g  b u t  n o t  f o r c e d  to 

buy, b o t h  b e i n g  f u l l y  i n f o r m e d  of all the p u r p o s e s  for  w h i c h  the p r o p e r t y
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is b e s t  a d a p t e d  o r  c o u l d  b e  used;

(3) " r e n t a l  r a t e "  m e a n s  the rate, e x p r e s s e d  as a p e r c e n t a g e  

of f ai r  m a r k e t  val ue , w h i c h  a c o m p a r a b l e  c la ss of  p r i v a t e l y  o w n e d  

p r o p e r t y  w o u l d  b r i n g  in  the o p e n  m a r k e t  w i t h  the same  c o n d i t i o n s  o f  lease 

as o f f e r e d  b y  the state;

(4) " u n i m p r o v e d  l a nd"  m e a n s  l a n d  w h i c h  c o n t a i n s  n o  i m p r o v e­

men t s ;  for p u r p o s e s  of  secs. 70 - 108 o f  this c ha pter, clea ri ng , 

f i l l i n g  or  d r a i n i n g  o f  l a n d  c o n s t i t u t e  i m p r o v e m e n t s .

*  Sec. 4. A S  3 8 . 0 5 . 0 7 0 ( c )  is a m e n d e d  to read:

(c) A  l e a s e  m a y  b e  i s s u e d  for a p e r i o d  up  to 55 years, if it

a p p e a r s  to be  in th e b e s t  i n t e r e s t s  of  the s t a t e  a n d  if the c o m m i s s i o n e r  

a p p ro ve s.  A  l e a s e  for a p e r i o d  in e x c e s s  of 25 y e a r s  m u s t  g r a n t  the 

l e s s e e  an  o p t i o n  e n t i t l i n g  h i m  to e x t e n d  the t e r m  of  the l e a s e  for up 

to t h r e e  c o n s e c u t i v e  f i v e - y e a r  p e r i o d s  in a d d i t i o n  to the o r i g i n a l  term.

If the c o m m i s s i o n e r  d e t e r m i n e s  th a t  th e l a n d  or a p a r t  of it w h i c h  is

the s u b j e c t  o f  a g r a z i n g  l e as e is n o t  b e i n g  u s e d  for the p u r p o s e  issued, 

the  l e a s e  m a y  b e  d e c l a r e d  void. [HOWEVER, A  N O N R E N E W A B L E  L E A S E  F O R  

S C H O O L  L A N D S  M A Y  BE  I S S U E D  F O R  A  P E R I O D  N O T  TO  E X C E E D  99 Y E A RS. ]

* Sec. 5. A S  3 8 . 0 5 . 0 9 5  is r e p e a l e d  a n d  r e - e n a c t e d  to read:

Sec. 3 8 . 0 5 . 0 9 5 .  S U B L E A S E S  A N D  A S S I G N M E N T S .  A  l e s s e e  m a y  s u b l e a s e

or a s s i g n  hi s i n t e r e s t s  in l a n d  or a p o r t i o n  of it u p o n  w h i c h  h e  has a 

l e a s e  if  the  d i r e c t o r  a p p r o v e s  th e s u b l e a s e  or a s s i g n m e n t .  T h e  a p p r o v a l  

of  the d i r e c t o r  s ha ll  b e  c o n d i t i o n e d  u p o n  a r e a p p r a i s a l  of the p r o p e r t y

a n d  an a d j u s t m e n t  of  t h e  a n n u a l  r e n t  to f ai r  m a r k e t  value. T h e  p r o v i­

sions o f  sec. 85(c) of  thi s c h a p t e r  a p p l y  to r e a p p r a i s a l s  o f  p r o p e r t y  

r e q u i r e d  u n d e r  t his s ect io n.  N o  r e a p p r a i s a l  of p r o p e r t y  in c o n j u n c t i o n

w i t h  a s u b l e a s e  o r  a s s i g n m e n t  u n d e r  this s e c t i o n  is r e q u i r e d  if j
|

(1) th e a s s i g n m e n t  i n v o l v e s  u n i m p r o v e d  l a n d  a n d  is m a d e  for 

p u r p o s e s  o f  o b t a i n i n g  f i n a n c i n g  for  i m p r o v e m e n t s  o n  the land; or
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(2) the a s s i g n m e n t  is to a h o l d e r  o f  a s e c u r i t y  i n t e r e s t  in 

the p r o pe rt y,  as p r o v i d e d  in sec. 103 of this chapter, a n d  is m a d e  d u r i n g  

the i n i t i a l  1 5 - y e a r  p e r i o d  of  the l e a s e .

* S e c . 6. A S  3 8 . 0 5 . 3 1 0  is a m e n d e d  to r e a d :

Sec. 3 8. 05 .3 10.  N O T I C E  A N D  A P P R A I S A L . _(a)_ No l a n d  m a y  be s o l d

or leased, or a r e n e w a l  l e a s e  i s s u e d  [ W I T H O U T  P U B L I C  N O T I C E ,] e x c e p t  in 

the c ase o f  a n  oil  or  gas or m i n e r a l  l e a s e , u n l e s s  it ha s b e e n  a p p r a i s e d  

w i t h i n  120 [90] days b e f o r e  the d at e  o f  [FIXED F O R  THE] sal e or l e a s e .

F o r  o v e r - t h e - c o u n t e r  sal e u n d e r  (b) of this  section, an a p p r a i s a l  [WHEN 

L A N D  IS O F F E R E D  A T  P U B L I C  SA L E  B U T  IS N O T  S O L D  A N D  IS A V A I L A B L E  A T  

P R I V A T E  S A L E , N O  R E A P P R A I S A L ]  is r e q u i r e d  u n l e s s  the d i r e c t o r  fi nd s 

[CONSIDERS] th a t  a c h a n g e  in v a l u e  o f  the l and s h a s  n o t  [MAY HAVE] 

o c c ur re d.  A  g r a z i n g  l e ase  m a y  be g r a n t e d  to a l e s s e e  of  f e d e r a l  g r a z i n g  j

lands w i t h o u t  p r i o r  a p p r a i s a l , if hi s f e d e r a l  l e a s e  w a s  c a n c e l l e d  to !
1

a l l o w  the s t a t e  to s e l e c t  the lands u n d e r  l e a s e . No  l a n d  m a y  b e  s o l d  or j 

l e a s e d  for less  t h a n  fai r [THE A P P R O V E D , A P P R A I S E D ]  m a r k e t  value, e x c e p t  j 

as p r o v i d e d  in s e c s . 315 a n d  320 of this c h a p t e r  a n d  s e c s . 75 - 85 of  j 

this  c h a p t e r . N o  l a n d  or i n t e r e s t  in l a n d  m a y  b e  sold, l e a s e d , o r  o t h e r­

w i s e  d i s p o s e d  of  w i t h o u t  p u b l i c  notice.

(b) W h e n  la n d  is o f f e r e d  at p u b l i c  sale b u t  is n o t  sold, it m a y  be 

a v a i l a b l e  for s al e  o v e r  the c o u n t e r . T h e  d i r e c t o r  s hal l r e v i e w  the list  

of p a r c e l s  o f  l a n d  a v a i l a b l e  on  a q u a r t e r l y  b a s i s  a n d  shall c e r t i f y  tha t 

t h e r e  ha s b e e n  n o  c h a n g e  in v a l u e  since the l a s t  r e a p p r a i s a l . If an 

i n c r e a s e  in v a l u e  o c c u r s  in a n y  p a r c e l , the d i r e c t o r  sh al l w i t h d r a w  t h a t  

p a r c e l  f r o m  sa l e  o v e r  the c o u n t e r .

* S e c . 7. A S  3 8 . 0 5 . 3 4 5 (a) is a m e n d e d  to r e a d :

(a) P u b l i c  n o t i c e  of a n  a u c t i o n  [A] sa l e  [, L E A S E  O R  O T H E R  D I S­

POSAL] of l a n d  or i n t e r e s t  in it shall b e  s u b s t a n t i a l l y  as f o l l o w s .

* S e c . 8. A S  3 8 . 0 5 . 3 4 5  is a m e n d e d  b y  a d d i n g  a n e w  s u b s e c t i o n  to r e a d :
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(e) P u b l i c  n o t i c e  o f  a sale, l e a s e  or o t h e r  d i s p o s a l  of l a n d  or an 

i n t e r e s t  in it o t h e r  t h a n  b y  a u c t i o n ,  o r  n o t i c e  of a c l a s s i f i c a t i o n  or 

o t h e r  a c t i o n  c o n c e r n i n g  land, s h a l l  c o n f o r m  to the r e q u i r e m e n t s  o f  sec. 

305 o f  th i s  c h a p t e r  a n d  o f  (b) a n d  (d) o f  this section, e x c e p t  that  an 

a c t i o n  m a y  b e  t a k e n  m o r e  t h a n  f i v e  w e e k s  f o l l o w i n g  the l a s t  a p p e a r a n c e  

o f  the p u b l i s h e d  n o t i c e .

* Sec. 9. A S  3 8 . 0 5 . 1 0 5  is r e p ea le d.

*  Sec. 1.0. C O N V E R S I O N  O F  L E A S E S .  (a) A  p e r s o n  h o l d i n g  a v a l i d  l e a s e  

u n d e r  A S  3 8 . 0 5 . 0 7 0  - 3 8 . 0 5 . 1 0 8 ,  o r  w h o  is a n  a p p r o v e d  a s s i g n e e  of a l e s s e e  

u n d e r  the t e r m s  o f  the lease, m a y  c o n v e r t  h is  l e a s e  in o r d e r  to o b t a i n  the 

b e n e f i t s  of  (b) of  thi s s ection. T h e  p r o v i s i o n s  o f  this s e c t i o n  ar e a p p l i­

ca b l e  to a l e s see , or  a n  a s s i g n e e  o f  a lessee, if

(1) th e b e n e f i t s  w e r e  n o t  a v a i l a b l e  to the l e s s e e  at the t i m e  the 

l e a s e  w a s  o r i g i n a l l y  e n t e r e d  into;

(2) t h e  lessee , or hi s a s s i g n e e ,  m a k e s  all p a y m e n t s  d ue  u n d e r  the 

l e a s e  as p r o v i d e d  in this se ction; a n d

(3) th e lessee, or  h i s  a s s i g n e e ,  is n o t  in v i o l a t i o n  o f  any  o t h e r  

l e a s e  p r o v i s i o n .

(b) T h e  l e a s e  b e n e f i t s  a v a i l a b l e  to a l e s s e e  or a n  a p p r o v e d  a s s i g n e e  

u n d e r  (a) o f  th i s  s e c t i o n  i n c l u d e  all  of the l e a s e  p r o v i s i o n s  a u t h o r i z e d  for 

i n c l u s i o n  in l e a s e s  e n t e r e d  into b y  the s t a t e  a f t e r  the e f f e c t i v e  d at e  of 

t h i s  A c t  w i t h  t h e  e x c e p t i o n  of  A S  3 8 . 0 5 . 0 8 5 ( a ) (1).

(c) W h e n  a l e s s e e  e l e c t s , in w r i t i n g , to b e  b o u n d  b y  the p r o v i s i o n s  of 

t h i s  s ec tion, the  s t a t e  s h a l l  e n t e r  into a n e w  l e a s e  w i t h  the l e s s e e  for a 

t e r m  e q u a l  to the  r e m a i n i n g  p e r i o d  o f  the o r i g i n a l  l e as e w h i c h  is b e i n g  t e r­

m i n a t e d  a n d  w h i c h  is c o n s i s t e n t  w i t h  the p r o v i s i o n s  of this A c t . H o w e v e r , 

for p u r p o s e s  of d e t e r m i n i n g  th e a n n u a l  r e n t  u n d e r  the n e w  l e a s e , the fair  

m a r k e t  v a l u e  of  t he  p r o p e r t y  u s e d  to e s t a b l i s h  the a n n u a l  r e n t  for the first 

1 0 - y e a r  p e r i o d  o f  the  n e w  l e a s e  m a y  n o t  e x c e e d  the fai r m a r k e t  v a l u e  as it
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was l a s t  a p p r a i s e d  o n  or b e f o r e  J a n u a r y  1, 1975, b r o u g h t  f o r w a r d  to the d a t e  

of c o n v e r s i o n  at the r a t e  of  10 p e r  ce n t  p e r  year. If the l e a s e  w a s  e n t e r e d  

into  a f t e r  J a n u a r y  1, 1975, th e fa i r  m a r k e t  v a l u e  u s e d  to e s t a b l i s h  the 

a n n u a l  r e n t  f o r  the f i r s t  1 0 - y e a r  p e r i o d  o f  the n e w  l e a s e  is the f a i r  m a r k e t  

a l u e  o f  t h e  l a s t  a p p r a i s a l  b r o u g h t  f o r w a r d  to the d a t e  of c o n v e r s i o n  at the 

r a t e  of  10 per c en t  pe r y e a r .

(d) T h e  r e n t a l  r a t e  w h i c h  is a p p l i e d  to the f a i r  m a r k e t  v a l u e  of  l e a s e d  

p r o p e r t y  to c o m p u t e  a n n u a l  r e n t  o f  l e a s e d  p r o p e r t y  c o n v e r t e d  u n d e r  this s e c­

t i o n  s h a l l  b e  th e c u r r e n t  r e n t a l  r a t e  b u t  n o t  m o r e  t h a n  10 p er  c e n t .

(e) N o  l e a s e  c o n v e r s i o n  u n d e r  this s e c t i o n  s h a l l  be e f f e c t i v e  u n l e s s  

a p p r o v e d  b y  the  a p p r o p r i a t e  b o a r d  of t r u s t e e s . If a c o n v e r s i o n  is n o t  

a p p r o v e d  b y  a b o a r d  o f  t r u s t e e s  u n d e r  this s u b s e c t i o n , the b o a r d  m a y  c h a n g e  

the  a n n u a l  r e n t  to a m u t u a l l y  a c c e p t a b l e  figure.

(f) A p p l i c a t i o n s  for c o n v e r s i o n  u n d e r  t his s e c t i o n  s h al l be not

l a t e r  t h a n  J u l y  1, 1980.

* S e c . 11. T h i s  A c t  t a k e s  e f f e c t  i m m e d i a t e l y  in a c c o r d a n c e  w i t h  A S  01,10, 

0 7 0 ( c ) .

HCS C S S B  159 #


